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WATER AND WASTEWATER FINANCE RECOMMENDATIONS
Finance Work Group
Revised Final Draft from February 12, 2003 Meeting

The City's capital improvement program for water and wastewater facilities should
advance the urban growth set forth in the City's adopted Comprehensive Plan. The water
and wastewater capital improvements needed to support the 12 year urban growth shown
in the adopted Comprehensive Plan can largely be accomplished through the use of
revenue bond financing.

This potential bonding capacity assumes the following conditions:

Moditying the City's current bond issuance practices, i.e., long maturities;
A 7 percent increase in wastewater rates effective FY 2003-2004.
Systematic increases in utility user rates;

Implementing development impact fees; and,

Financial projections do not include inflationary cost increases.

The City of Lincoln has the potential bonding capacity to support long-term system
replacement and upgrades and expansion of capital facilities for its municipal water and
wastewater systems through a carefully managed issuance of additional revenue bonds.

The term (i.e., amortization period) for future revenue bonds should be changed to more
closely reflect the economic life of assets financed. The financing term for future bond
issues should be limited to a minimum of 15 years and a maximum of 30 years. Because
previous bond issues financing long term assets were amortized over 20 years, this
change will lower the average annual debt service for future revenue bonds while fully
repaying the bonds within the estimated economic life of the capital improvements
identified for this period.

Changing market conditions may afford the City opportunities to structure debt financing
to achieve lower overall costs. Subject to amortizing debt within the estimated economic
life of assets, the City should take advantage of any opportunities to structure debt
financing or refinancing to achieve the lowest possible overall cost. Combined debt
service should be as level as practical to facilitate sound financial planning and stable
utility rates.

The City should manage its total outstanding water and wastewater debt to maintain an
overall average debt service coverage ratio* within a range of 1.65 to 1.75 percent. It is
understood that at the time of issuance of any new debt, the debt service coverage ratio
must be at least 1.25. Following the guidelines provided by the rating agencies for
management, rates, governance, competition, economy, and so on may even enhance the
rating of the water and wastewater systems.
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10.

The City should manage its water and wastewater systems to ensure that the current
Public Works & Utility bond ratings of AA+ Standards & Poors and Aa2 from Moodys
are maintained.

The issuance of substantial amounts of new water and wastewater revenue bonds with
longer maturities over the next ten years could limit the City's future ability to issue
similar bonds.

The City should embark upon a disciplined approach for systematically reviewing and
adjusting water and wastewater utility rates. Based on current projections, annual rate
increases of 3 to 5 percent should be adequate to finance growth needs during the
assumed 12 year planning period. Rate increases are not proposed to occur in each fiscal
year. Rate increases should be managed to provide sufficient funds for capital
improvements without imposing unreasonable increased on rate payers. We recommend
that annual increases not to exceed 5 percent in any given year.

The City should prepare a long-term financial plan and update this plan on an annual
basis using the parameters set forth herein.

Periodically, the City may find it worthwhile to make a comparison of the City's overall
utility rate burden with the overall utility rate burdens of the cities considered to be prime
competitors for attracting new employers to determine if Lincoln is remaining
competitive.

CAPITAL IMPROVEMENT SUMMARY
FY 2003-4 through FY 2014-15
WATER $169 million
WASTEWATER 168 million
TOTAL $337 million

* Debt service cover ratio is defined as: cash flow available for debt service divided by
the annual debt service requirement (principal plus interest).

Cash Flow = Revenues, less Operation and Maintenance Expenses, plus
Depreciation.

Revenues = Total Operating Revenues, plus interest income, plus tap fees, plus
impact fees.

1:\MIF C\finance work group\01232003 Water WastewaterFinanceRecommendations.wpd
February 14, 2003 (5:23 AM)
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LWS -

Assumptions Regarding the Preparation of the 12 Yr CIP Gap Projections 12/17/02
General

Comp Plan Population Projections 327,306 for 2025

Average Residential Use 93 gallons per capita per day

Average System Use 160 gallons per capita per day

Peaking Factor Return Ratio 12 years

Max Day to Average Day Ratio 2.7
Max Hour to Average Day Ratio 4.4
State Health Standards using AWWA and Ten-States Standards

Supply, Treatment & Transmission
Provide for Max Day Demands 141 Million Gallons per Day (MGD) for 2025
Continued removal of iron and manganese, disinfection
Does not include arsenic removal or UV disinfection
Add Treatment Facilities in minimum of 25 MGD increments
Design for Firm Capacity - Largest component out of service
Assume Antelope Valley Wellfield will not be a viable source long term

Pumping
Provide for Max Day Demands Varies for each pressure district
Design for Firm Capacity - Largest component out of service
Desirable to have two pumping stations in each pressure district

Storage
Provide for Max Hour Demands
Top 1/3 of Floating Storage available for diurnal variations in demands
Middle 1/3 of Floating Storage available for fire protection
Desirable system pressure - 45 to 100 psi, minimum system pressure - 35 psi
Desirable to have two reservoirs in each pressure district

Distribution
Provide for Max Hour Demands plus Fire Demands
Design Standards require minimum of 16" water main grid on section lines, and 12"
mains on 72 mile lines
Replacement at a rate of 0.4% of 1,100 total miles of main per year

Costs
New Water Main Pipe Installed $6.90 per foot per inch diameter,
Water Main Replacement / Rehab ~ $90 per foot for 6" & 8" in residential
Prices include construction contract, utility relocations, paving removal and
replacement, traffic control, engineering services, ROW, contract admin
New Treatment Plant Costs - $1.00 to $2.50 per Gallon per Day Capacity
New Reservoir Costs - $0.75 to $1.25 per Gallon Capacity



Large Projects Included in LWS 12 year CIP Needs
Description

Supply & Treatment

Collector Well on Island

25 MG Treatment Plant Expansion
Transmission

Complete Pipeline to Lincoln - Phase I

Complete Pipeline to Lincoln - Phase II
Pumping Stations & Reserviors

Add 2 Pumps at PS

Complete Pioneers PS

Complete Mainto Y H

Complete Main to Pioneers

New Main - Y H - 27" to 56®

New Main - Y H - 56" to 84"

43 Miles of 12" & 16" Mains

16 Miles of 24" & Larger Mains
General System Improvements & Rehab

Main Replacement

Rehab Existing Wells,

Reroof Buildings,

Repaint Reservoirs,

Upgrade SCADA System

Master Planning, Etc

Cost $
Millions

$ 72
$16.0

$17.9
$12.3

$ 2.7
$ 1.0
$ 20
$ 1.3
$ 2.8
$ 2.6
$500,000 per mile
$900,000 per mile

$ 2.4 per year

I'\MIFC\finance work group\Water _12_Yr_Growth_Assumptions.wpd



Mayor’s Infrastructure Committee Process
Major Wastewater CIP Projects

Basis: Category V Level — Years 2004 — 2015 (1-12)
(Note: All costs are 2002 dollars)

Treatment Amount

(in Millions)

Theresa Street
Treatment Process Improvements - New Train and Nitrification $24.7
Grit Basin and Liquid Waste Improvements 4.6
Odor Control Improvements — East Side Process Improvements 3.9
Solids Handling Capacity Improvements 9.8
Co-Generation Facility Improvements 1.0
Additional Hydraulic Capacity 2.7
New Wet-Weather Facility 9.0
Subtotal Theresa: $55.7

Northeast

Treatment Process Improvements and Nitrification $1.9
Grit Removal Facility Improvements 1.0
Additional Treatment Capacity — 6 mgd 10.0
Primary Clarifier Improvements and Upgrades 1.2
New Final Clarifier 1.2
Dewatering Facilities Improvements 2.5
New Wet-Weather Facility 3.2
Subtotal Northeast: $21.0
Sub-Total Treatment $76.7

Trunks — Basins

Salt Valley Basin — South Areas, S-2 and SW-3 $20.9
Northeast Salt Creek 2.4
Little Salt Creek 1.9
Oak Creek 1.2
Beals Slough 9.4
West ‘O’ 1.6
Lynn Creek 0.6
Stevens Creek (E-1 and E-2) 18.7
Sub-Total Trunks $56.7
Total - Treatment and Trunks 133.4

I'\MIFC\finance work group\Major_CIP_projects WW_FWG_012203.wpd
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City of Lincoln Water System
Cash Flow Projections

CIP Costs ( Category 5)
200314 2008417 20080 Bonds CIP Cash
Froposed Additional Bonds $35,000,000 $50,000,000 $42,000,000 $127,000,000 27,029,078 |iz
Average Intareat Cogt . 5.50% 5.50% 5.50%
Term 25 25 25
Average Annual Debt Servics $2600227  $3727.488 $3282125
Annugl Ravenug Meat Prjected : Revenue  Beries 2002 Addiional Bonds Frojected
Consumption from Watar Crperation Operating Impact intarest - Avaiiable for  Debt Sercs  Debt Senvics Dabt Sarvics
Flseal Year  in HCF (1) Seles(2) Costy 3} Revenus Fagy Ineoma Debt Ssrvice  Requirement Requimment Coverage (4)
200203 o
2006304 17,954,732 23,071,060 12,287,440 14,783,580 420,000 50,000 11,952,580 5,528,633 21829
2004-05 18,133,673 24,001,000 12474,751 11,528,249 454,000 750,000 12,769,249 8,255, 853 2,609,237 1.4404
2005-06 18,315,010 24,068 000 12,858,828 12,308,172 820,000 750,000 13,879,172 6,247,420 2,608,277 15445
200847 18,408,180 25974,000 12,848,710 13,125,260 830,000 750,000 14,715,290 £,243,170 2.508,297 1.6811
200768 18,853,141 27,021,000 13,041,444 13,979,559 D53,000 750,000 15,670,559 8,232,220 6,338,895 1.2475
2008-09 18,860,873 27,281,000 13,237,062 14,043,038 1,020,000 750,000 15,813,938 6,229,283 5,326,685 1.2585
2008-10 18,058,583 27,564,000 13485818 14,078,182 1,080,000 750,000 15,818,182 8,230,145 8,335,505 1.2867
2010-11 19,249,259 27,840,000 13,837,153 14,202,847 1,150,000 750,000 16,102, 847 . 8223120 6,336,095 1.2a24
2011-12 18,441,752 28,118,000 13,841,710 14,274,290 1,220,000 750,000 18,245,200 4,303,703 8,648,095 1.2545
2012-13 19,538,1_'89 28,389,000 14,049,315 14,343,685 1,350,000 750,000 16,449 665 1,537,328 2,588,820 147711
. 201314 19,832,531 28,863,000 14,280,075 14,602,925 1,420,000 750,000 16,772,825 1,536,888 9,588 820 1.5058
1.4593

2014-15 20,030,855 28,970,000 14473917 14,485,023 1,450,000 750,000 16,708,023 1,538,800 9,568,820

{1} Assumas 1% Increase In annual usaga.
(2} Assumes 1% rate increass 2002/02 then 3% Increase next 5 yoars - 0% theneafier,
 {3) Assumes 1.50% annual Ineragse In aperating expense, )

" {4) Minimur daht 3aivice covarags requirermant for addHional bongs is 1.25 fmes,
{5} Assumes enterprise managea to 1.1 cash fiow woverage,

{6} Assumes no spard down of projected yaar eng cash balances for fiscal 2002703,
Mote: The above projestions do rof incude an Infation factor,

Prepared on January 7, 2003 by Ametitng Investment Corp, using Information provided by the Clty'of Lincom.
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" Capital Capial
Raplacements Improvements
2073645 4,353,282
2,104,750 1,794,408
2,138,321 2,686,204
2,168,386 2,685,927
2,200,898 909,746
2,233,905 1,014,055
2,267,413 1,083 429
2,301,424 1,241,808
2,335,948 $55,848
2,370,985 2,942 552
2,406,550 3,227 667
2442848 3,124,755

Operaling  End of Year

Coverage (5} Cash Ralance i5) [

1.0000
1.60G0
1.0000
1.0000
1.0000
1.0000
1.0000
1.000¢
1.0000
1.0000
1.0000
1.0060

AMERITAS)

INVESTAMENT CORRE .

10,238,124
10,236,124
10,236,124
10,236,124
10,236,124
10,236,124
10,236,124
16,236,124
10,236,124
10,236,124
10,235,124
10,238,124
10,236,124

15,682,000
10,500,000
12,245,000
18,180,000
18,030,000
18,706,000
18,500,000
12,600,000
15,300,000
13,900,000

3,700,600

7,200,000

T Project Funds

Availzbie

23,691,282
14,990,691
5,431,804
42,937,821
27,797 567
10,105,622
34,889,551
23,331,159
8,891,105
(1.968,343)
{2,438.678)
{6,513,922)



City of Lincoin Wastewater System
Cash Flow Projections

CIP Costs (Ca fegory 5)
200574 2006/07 2009/10 Bands CIP Cash .

Proposed Addltional Bonds $65,000,000  $35,000,000 315,000,600 115,000,000 28,639,170

Avarage Intarest Cost 5.50% 5.50% 5.50% )

;Term 25 25 25

_Average Annual Debt Sendca $4.845708 52808227  §14 18,240

" Annuai Revenus from Net Profected Revenye SRFLoan  Addiionai Bonds Projacted

- Discharge  Wastewatsr Operation Oparating Impact Interast  Avmilable for Dabt Sendos  DeblSarvis  Debt Service Capltal Capllal  Operating  End.of Year Project Funds
Flscal Year Iy HCF ¢1) Charges (2) Costs {3)  Ravanue Feoes come Debt Servica Requiremnent Requirament Coverage (4) Replacements  Improvemenis Caoverage (5) Cash Balance () Availabla
200203 : ’ 4,751,628
2003-04 13,381,833 16,607 000 9610,393 6986617 210,000 70000 7958817 1,206,872 . 68,1348 845,185 6,014,460 1,0000 4751628 23720000 47,294,480
2004-05 13485250 17,277,000 9,754,530 7522481 240,000 70,000 B 512,469 1,287,285 4,845,708 1.3880 654,883 1,724,585 1.0000 4,751,828 24821,000 24,398,045
2005-08 33,630,202 17,673,000 8000857  Bp7214a 310,000 750,000 9,132 1423 1,279,358 4,845 708 1.48500 664,885 4342394 1.6000 4751828 14,769,000 6971438
2008-07 13765504 18,697,000 10,040,370 8,647,630 410,000 750000 0807830 1217355 4,845,708 1.8178 674,658 3,068,910 1.0000 4781828 14272000 30,769,340
" 2007.08 ‘13,504,168 19,451,000 0,200,111 9,250 ang 470,000 730800 10,470,880 7,454,935 14045 584,776 2,331,178 1.0000 4751828 8377000 247238537
200809 14043211 19,848,000 10453112 p20ppss 500,000 790,000 0,542,888 7454,935 1.4442 695047 - 2302 808 1.0000 4751828 12,057,000 14,150433
2009-10 14180643 18.842,000 10,506,409 9,333 591 540,000 750,000 10,823,591 7,454,935 1.4250 705,473 2463183 1,0000 4751828 {7573,000 13540515
2010-11 14325480 20,040,000 10,886,035 5,353,565 570,000 750,000 10,873,965 8,573,178 1.2450 716,055 1,384,734 1.0000 4751828 13,980,000  1.874.350
201112 14,488,734 20240 000 10628,026  p413.974 800,000 750,000 10,783,674 . . 8573178 1.2555 726,798 1,464,002 1.0000 4,751,828 8,387,000  (5,048,648)
2012-13 4613422 20442000 10,988,418 9,453,584 670,006 750,000 10,874,584 8,573,176 1,2683 737,890 1,562,710 1.0000 4,751,828 6,130,000  (9.865937)
201314 14.759,558 20,645,000 11,153,242 9,452,754 700,000 730000 10,942,758 8,573,178 1.2784 748 763 1,620,819 1.0000 4751828 3592000 (11.637,118)

45 14807,151 20,852,000 11320 541 9,531 458 720,000 TE000  11,001.480 8,573,176 1.2832 750,995  1,668.288 1.0000 4751828 5145000 (15,113,830)

{1} Assumes 1% increase In annyal usage,

{2} Assumes 7% rats ncraase 2003/04 then 3% increase next 4 yeers - 0% theresfier,
{3) Assumas 1.50% annuai increzse jn operating expensa. -

{4) Minimum debt servica coverape requirsment for addlfionat bonds Is 1.25 times.

{5} Assumes anterprise manages tg 1:1 cash flow Q. .

{8} Asaurnas no spand dawn of projectsd year end cash balances for fiscal 2002703,

Nots: The above projections do not Include an Inflztion Factor,

AMERITASY

INVESTAMENT CORP

al



